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CHIMA « . LkKCHANT SHIPPING

IC1E

It appears that China’s policy with regard to postewsr merchant
shipping will cell.for: (a) replacement of tonnage lost during
the wars; (b) protection cf the coastal fleet by exclusion of
foreign shipning from coastsl operations; and (e) development
of a smell fleet for world-wide operations, In implementetion
of this poliey, China will continue its traditional suhsidies
to shipping., Policy will be larpely determired hy the state.
Vested interests, however, strongly influence government ship=
ping policy., Juasi government-ovmed companies have in fact
corme under the control of imnortant individuals. {The China
l'erchants Steam Navigation Company is one such nowerfil semie-
autonomous body.)

Political considerations strongly influence Chinese shipping
policy. They explain China’s determination: (a) to obtain a
token share in transeoceanic shipning; (b) to replace Japan
and the UZ in Near Seas trade; and (¢) to reserve coastal traf-
fic exclusively to Chinese vessels, rilltsry congiderations
will perforce affect Chinese shioning npolicy as long as the
Civil ijar continues, Control of northern norts enables the
Nationsl Government to move war materiel and military nersonrel
by sea into organized base areas.

Subsidies are currently granted to shipning, includirg certain
privately-owned corpanics which carry governrent cavfc or per-
sonnel, chiefly rilitery. The government thus supnorts the
development of shipping facilitles to the extent of its limited
resources.

While the Chinese Government desires to develop greater ship-
building facilities, little has been accomplished to date.
There is no ohjection to the use of foreign built ships, as
evidenced by the considerable number of vessels nurchased
abroad by the government and by subsidized private interests.
The chief obstacle to this program is the government's meager
foreign exchange position, Foreign labor is not generally
wanted: it is sought only when Chirese technicians are not

available,

China has concluded no internati‘nal shipning agreements other
than those inherent in or incidentel to the provisions of existe

ing commercial treaties,

Chinese civil air and merchant shipping policies sre both ad=
ministered by the iiinister of Comrmunications and are thus subject
to his coordination. . It is Chinese policy to exclude foreign
ships and airplanes from the benefits of cabotage, local service
being reserved to predominantly nationally=-owned and operated
facilities. China 1imits foreign shipping lines to strictly
international traffic by restricting the ports of eall, as well

as the king of passengers and freight,. These restrictive policies
reflect the determinetion of the Chinese to support their own
transportation interests in every possible way.
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CHINA = UERCHANT SUIPPING (A7)

7. Currently, there is ro joint ownership of shipping and air
interosgts,

B. Ti1C

1., A4ll forms of trensportation, inecluding civil aviation, are the
responsibility of the Kinistry of Communications,

2. The linistry of Comrunications hae delepsted merchant shipping
responsibilities to its Department of Navigation snd “ivil
Aviation, Accordirg to article IX of the crgenie law, the De-
partment of Navigation and Civil Aviation is charged with the
following matters nertairins to merchant shippings

(a) wnlannirg, constructing and equipping sll navigaticn
facilities;

(b} econtrol and operation of all navigation fecilities;
(e¢) all other matters relating t« navigation;

(d) supervision of shipping facilities, both publicly and
privately owned; '

{e) settlement of gll raritime affeiraj
() natters concerning all ship end operating persomnnel;
(g) constriuction and operetion of harbor installstions; and

“4thin the sbove framework, the department supervises such im-
portant companies and sdministrations as the Ching ierchants
Steam Navigation Company, Ltd., the Commission on Shanghel
Harbor Administration and .djustrents, the Dircctorate Genersl
of Ports, etco

3. There is no dircet relstionship between the Departments of the
¥inistry of Copmunications, except through wvhatever over-all
coordination may evolve from consultative ecti n among the re-
spongible officials for the four forms of iransport, the Linis-
ter and the two vice-hinisters. The hirhest level of coordina-
tion for policy and planning is the Executive Yuan - roughly
comparable to the US Cabinet. In most matters af fecting the
national interest, the Ministry of Commniecaticns is required
to obtain the apnrovsl of the Executive Yusn. The Iinister of
Comrunications disousses with other Ninistries any problems
affecting their interests, hut the government usually supports
the Linister of Communications in problems primarily within his
Jurisdiction.

L. In 1¢30, the government took responsibility for shipning evay
from the l'aritime Customs and placed it under the iinistry of
Communications, At the same time, more direct governtent control
of China's shipping was established than had been previously
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CHINA = LERCUALT SHIPPZNG (B=4 Con't)

exercised, «hile no najor reorsanisatirng of China®s merchunt
shipping egencies appear imrinent, it wes revorted recently that
~ontrol of pilotace affeirs hes been trencfesred from the [aritire
Customs to the Departront of Nevipation and Civil aAviatior,

N

The "inlstry of Corruniecstions is hewnded bHv 13 and Gecran- tralned
General Yul Te-vci, who ‘2 unguesti-nably inlerested in lzproving
4he afficiercy of Chine'e merchent shipping asteblishrent. His
efforts are corpronised, however, by a serious lack of vesscls,
inadequste facilitles for their efTicient operation &nd the
selfish attitudes of various presanra groups. For exarnie, vested
interests such as the Chiha Perchante Steam Navipation Cor.pany,
Ltd., have been able to orevent foreign cerriers from engaging in
traffic frorm overscas perts to Yangtze river porta. In spite of
Chinals nstionalistic attitude toward foreipn interests, the
Chinese Government, wishing to bolster the merchant marire, re=
cently announced thet steazship lines owned jointly by Chinese and
foreigners will he permitted to operate in lozal territerial waters,
provided, however, that Chinese nationsls hold a two-thirds inter-
&8st in the capitalizetion and directorship. The Ten Year Plasn,

moreover, oripginelly sponsored by Sun-Yat-sen and still favored
by Chiang Xal-shek, colls for: {g) an 3mo=snes in pory csraeity
of 100 million tons of cargo arnually; (b) a merchent flest of

2 pillion tons; end (c) 18,000 kms of rivers navigable to power
vessols, Urless a radicel change in China's capabilities occurs,
howerer, the above objectives are likely to reriain indefinitely

o nore ther an exnression of the countryis aspirations,

C. ADL1LISTRATION

1. Plans for new routes and facilitics originate in Sections and
Depertments of the I'inistry. They ere discussed at various
levels, and if spproved ov the !inistry are submitted tc the
Executive Yusn which, after weighing the pressures exerted by
politicul snd ather grouns, makes the final decisions.

2. Since Chinese merchant shipping does not engage in overseas
cperations to any appreciable degree, Chinese shipping does not
participate in internatioral rate conferences, und the establish-
zent of ocean rates for Chinese vessels is entirely escadaric,
Rates for comstal and river shinping, on the other hand, are
subject to governtent agprovsl., The compunies are permitted to
negotiate conference rates, submitting them to the Finlistry of
Cormunicatinns. After corsideration, the tinistry forwerds rate
proposgls to the Executive Yuan for final spprovel. In practice,
the Evecutive Ynan ap-esrs to bhelieve that low freight rates act
as & deterrent to the inflati-mary orice trend, und rate ine
cresses heve therefore lapged behlnd coste. The result of this
policy is to burden the rati nal budget with subsidies, while
protecting the econcmy fron incrcesed costs.

3, It can hardly be seid that corpetition is fostered in China,
Shipping and other trarsnortetion facilities are 80 scant that

competition between siipning compenics or between the media of
trargportation is largely an ecsdemic issue., The combinetlon of
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CHiNA o UVERCHANT SHIPPING {C=3 Con't)

economie conditions and government contrel measures has in fact
effectively restricted competition, The US and UK, moreover,
have prctested the monopolist practices of the government-—
backed China Nerchants Stsam Navigation Ccmpany, Ltd., in exe
tracting exorbitant Yighterage ccste for unleading foreign
carriers at the Taku Bar. These methods, and other abuses,

are designed to discourage foreign flag vessels, und thus

tend to restrict competition. Chine does -ot participate in
intermational pools or other shipping egreevents,

4. Detailed regulations are in effeet governirg inspsetion of
equipment, choice of personnel, and investigation of merine
accidents, while the Ninistry of Communications iritiatee such
regulations, all major regulations sre psased upon by the Ex=
ecutive Yusn, Statutory regulations governing navigation (the
Code of laritime Law) are voted by the Legislative Tuan &nd
the State Council,

5, Al) engineers and pilots must be licensed hy the governwert,
based on written and coxpstency tests, The requirenenta are
high in comparison with airline pilot requirements,

6., Detalled reports on tonnage, tariffs, revenuos, personnel, ine
spections and accidents are supplied to the Department of Naviga-
tion and Civil Aviation of the Linistry of Communications,
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